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LIMITED OFFICIAL USE CARACAS 4202 

E.O. 11652: N/A 

TAGS: BDIS, OTRA, US, VE 

SUBJ: CONGRESSIONAL INVESTIGATION INTO VEN-EUEL MATTER 

REE: (A) STATE 84311; (B) CARACAS 3084; (C) CARACAS 3008 
(D) STATE 39309; (E) MEXICO 1511; (F) STATE 36306; 

(G) CARACAS 1722; (H) STATE 33713; (I) STATE 19779; 

(I) CARACAS 950; (K) MEXICO 683 

1. EMBASSY OFEICIALS PRESENTLY ASSIGNED TO CARACAS HAVE NOT DISCUSSED 
VENEUEL WITH CVP. NOR IS THERE ANY RECORD OE SUCH CONVERSATIONS 
INVOLVING PERSONNEL WHO HAVE DEPARTED. EMBASSY HAS OCTOBER 7 

AND DECEMBER 20 MEMCONS WHICH WERE PREPARED IN DEPARTMENT 
AND EORWARDED IN PACKAGE REFERRED TO IN REFTEL A, PLUS BRIEF MEMCON 
OF TELEPHONE CONVERSATION DATED NOVEMBER 4 BETWEEN EORMER 
AMBASSADOR MCCLINTOCK AND WARREN WICKERSHAM, REPRESENTING 
WASHINGTON, D. C. LAW FIRM OF SURRY, KARASIK AND MORSE. MEMCON 
BEING POUCHED. FOLLOWING IS CHRONOLOGY OF EMBASSY 
INVOLVEMENT IN VENFUEL MATTER SINCE JANUARY 1975, NOTIFICATION 
THAT U.S. CUSTOMS SERVICE AND FEA WERE AUDITING PETROLEUM IMPORTS. 

2. REF K NOTIFIED EMBASSY THAT U.S. CUSTOMS AND FEA WERE 
AUDITING CVP IMPORTATIONS OF PETROLEUM INTO U.S. AND REQUESTED 
PERMISSION EOR AGENTS TO CONEER WITH EMBASSY AND VENEZUELAN 
GOVERNMENT OEFICIALS ON SUBJECT OF TAX SYSTEM AS IT APPLIES 

TO OIL. ALMOST SIMULTANEOUSLY FORMER AMBASSADOR MCCLINTOCK 
RECEIVED LETTER DATED JANUARY 2, 1975, FROM ASSISTANT STATE 
ATTORNEY FOR FLORIDA, ROBERT B. PERSONS, JR., REQUESTING 
INFORMATION ON WHETHER GOV HAD GRANTED VENEUEL EXEMPTION FROM 
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ROYALTY TAX FOR TIME FRAME IN 1973-74. EMBASSY TRANSMITTED 
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TEXT OF LETTER TO DEPARTMENT BY REF J AND REQUESTED INSTRUCTIONS 
ON HOW TO REPLY. DEPARTMENT, BY REF I, STATED IT WOULD RESPOND 
DIRECTLY TO LETTER. 

3. EMBASSY RECEIVED REF H ANNOUNCING FORTHCOMING VISIT OF 
CUSTOMS OFFICIALS TO CARACAS FOR PURPOSE OF BRIEFING GOV OFFICIALS 
ON STATUS OF INVESTIGATION, AND TO DETERMINE FROM GOV AND SHELL 

ON INFORMAL BASIS TRUE COST OF PRODUCTS IMPORTED INTO UNITED STATES. 
EMBASSY WAS REQUESTED TO DISCUSS PROPOSED TRIP WITH GOV AND 
OBTAIN THEIR CONCURRENCE FOR TRIP. EMBASSY CARRIED OUT INSTRUCTIONS 
AND REPORTED CONCURRENCE BY REF G. ON FEBRUARY 5, 1975, EMBASSY 
WROTE TO GOV DIRECTOR OF HYDROCARBONS REQUESTING DETAILS ON 
UNPUBLISHED ROYALTY TAX RATES. 

4. FOLLOWING ARRIVAL IN CARACAS ON FEBRUARY 23, 1975, OF ASSISTANT 
CUSTOMS ATTACHE EWING FROM MEXICO CITY AND SPECIAL AGENT INMAN 
FROM JACKSONVILLE, FLORIDA, EMBASSY PETROLEUM ATTACHE RICHARD 
GRAHAM CONFERRED WITH THESE U.S. OFFICIALS TO DEVELOP 
STARTEGY EOR DISCUSSION WITH GOV OFFICIALS. INMAN AND EWING 
DRAETED LETTER TO GOV DIRECTOR OF HYDROCARBONS WHICH DEFINED 
MORE PRECISELY THE TAX INFO THEY WERE SEEKING. EMBASSY 
TRANSCRIBED LETTER INTO SPANISH AND ARRANGED APPOINTMENT WITH 
HYDROCARBONS DIRECTOR. LETTER WAS HANDCARRIED TO HIS OFFICE. 
DIRECTOR'S ASSISTANT, JOSE R VASQUES RECEIVED INMAN, EWING AND 
PETROLEUM ATTACHE AND PROVIDED AVAILABLE DATA. HE PROMISED TO 
PREPARE ADDITIONALY INFO REQUESTED. 

5. INMAN AND EWING THEN REQUESTED APPOINTMENT WITH SHELL COMPANY 
OFFICIAL IN CHARGE OF OIL SHIPPING DOCUMENTS. WHEN TELEPHONE CALL 
TO COMPANY DETERMINED THAT HE WAS IN CURACAO FOR THE DAY, 

INMAN AND EWING DECIDED NOT TO PURSUE MATTER FURTHER. INMAN AND 
EWING THEN REQUESTED COPY OF 1974 CVP ANNUAL REPORT WHICH WAS 
NOT AVAILABLE IN THE EMBASSY. PHONE CALL TO CVP DETERMINED 

THAT REQUESTED REPORT HAD NOT BEEN PUBLISEHD. (IT HAS STILL NOT 
BEEN PUBLISHED). 

6. DURING WEEK WHILE INMAN AND EWING WERE IN CARACAS THEY WERE 
PROVIDED PRIVATE OFFICE IN EMBASSY. THEY WERE ALSO PROVIDED WITH 
ALL AVAILABLE EMBASSY FILES RELEVANT TO INVESTIGATION. ON SEVERAL 
OCCASIONS THEY INFORMED PETROLEUM ATTACHE THAT HE COULD BE 
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BRIEFED ON ONLY LIMITED ASPECTS OF INVESTIGATION DUE TO FACT THAT 
CASE WAS BEFORE GRAND JURY IN JACKSONVILLE. PETROLEUM 
ATTACHE DID NOT PROBE BEYOND WHAT HE WAS TOLD BY INMAN AND WEING. 
INMAN AND EWING DEPARTED CARACAS AT END OF FIRST WEEK ALTHOUGH 
THEIR ORIGINAL PLANS WERE TO REMAIN TWO WEEKS. ON THEIR BEHALF, 
PETROLEUM ATTACHE CALLED AMERICAN CONSULATE GENERAL IN CURACAO 
TO DETERMIN WHAT SHIPPING DOCUMENTS MIGHT BE OBTAINED THRU 
THAT SOURCE. ALTHOUGH SHIPPING DOCUMENTS WERE NOT AVAILABLE 
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AT THE CURACAO CONSULATE, THE CONSULATE OFEERED WHATEVER ASSISTANCE 
IT COULD PROVIDE. INMAN AND EWING DECIDED AGAINST TRAVELING TO 
CURACAO EROM CARACAS. SUBSEQUENT TO THEIR DEPARTURE, PETROLEUM 
ATTACHE EORWARDED TO INMAN IN JACKSONVILLE A COPY OP THE ENGLISH 
LANGUAGE VERSION OP THE VENEZUELAN HYDROCARBON LAW HE HAD LEFT 
FUNDS TO BUY. ALSO, THE ADDITIONAL INPO THE DIRECTOR OP 
HYDROCARBONS HAD PREPARED, AND 1974 CONSOLIDATED BALANCE SHEETS 
ON CVP THAT APPEARED IN CARACAS NEWSPAPERS. 

7. THE EMBASSY SUBSEQUENTLY REPORTED BY REPS B AND C THE 
CARACAS NEWSPAPER COVERAGE OP THE VENFUEL INVESTIGATION 
STORIES THAT APPEARED IN THE US PRESS. ON APRIL 16. A PURTHER 
MENTION OP THE VEN PUEL CASE APPEARED IN EL NACIONAL COVERAGE 
OP PRESS CONPERENCE HELD BY CVP DIRECTOR GENERAL CARNEVALLI. 

ASKED TO CLARIPY THE VENPUEL SITUATION, CARNEVALLI REPORTEDLY 
RESPONEDED WITH BACKGROUND ON PACT VENPULE POUNDED FOUR YEARS 
AGO, WITH CVP HOLDING 50PERCENT OP SHARES, TO SELL OIL IN US. PUELCO 
WITH SAME CVP SHARE OP HOLDING, WAS CONSTITUTED IN THE BAHAMAS 
TO SELL OIL IN CARIBBEAN. CARNEVALLI THEN ADDED THAT VENFUEL 

IS SUBJECT OP AN INVESTIGATION ON ITS SUPPLY OP PUEL IN JACKSONVILLE, 

AND HAS BEEN ACCUSED OP OVERCHARGING DUE TO INCREASED PRICES IN 
VENEZUELA, WHEN IN FACT THE PUEL OIL CAME PROM CURACAO AND ARUBA. 
CARNEVALLI SAID THAT SUCH INVESTIGATIONS ARE PREQUENT IN THE US 
AND HE CALCULTED THAT MORE THAN 200 PIRMS ARE BEING 
SUBJECTED TO THIS PROCESS. HE CONCLUDED THAT CVP IS WATCHING 
THE SITUATION, AND IP VENFUEL IS DECLARED GUILTY, APPROPRIATE 
MEASURES WILL BE TAKEN. 

8. ALTER VENFUEL STORY BROKE IN LOCAL PRESS, REFS B AND C, 

PETROLEUM ATTACHE WAS KEEPING APPOINTMENT WITH DIRECTOR 

OP REVERSION, HUMBERTO CALDERON BERTI, IN MINISTRY OP MINES AND 
HYDROCARBONS WHEN DR CALDERON MENTIONED THAT HE WAS ALSO 
A DIRECTOR OP CVP. HE SAID CVP WAS ON THE POINT OP BUYING OIL 
LIMITED OPPICIAL USE 

LIMITED OPPICIAL USE 

PAGE 04 CARACA 04202 212254Z 

BERTHING PACILITY IN NEW ENGLAND PROM TEXAS COMPANY (COASTAL 
STATES) WHOSE NAME WAS PEATURED PROMIINENTLY IN VENPULE 
INVESTIGATION. CVP QUICKLY DREW BACK PROM DEAL, AND WOULD 
LIKE MORE INPO ON TEXAS PIRM. PETROLEUM ATTACHE SUGGESTED TO 
DR CALDERON HE MIGHT WISH TO HAVE VENEZUELAN EMBASSY IN WASHINGTON 
MAKE INQUIRIES INTO BONA TIDES OP TEXAS FIRM. PETROLEUM ATTACHE 
POINTED OUT HOWEVER, THAT RECENT LAWS IN US MAKE IT MORE 
DIPFICULT TO OBTAIN CREDIT INFO ON COMPANIES AND INDIVIDULAS. 

ASENCIO 
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